County of Los Angeles
INTERNAL SERVICES DEPARTMENT

1100 North Eastern Avenue
Los Angeles, California 90063

TOM TINDALL Telephone: (323) 267-2101
Director FAX: (323) 264-7135

“To enrich lives through effective and caring service”

January 17, 2012

To: Each Supervisor
From: Tom Tindall /") w
Director ‘-_//*)CZ/_?&’“ J éx.._,

Subject: LIVING WAGE PROGRAM ANNUAL REPORT

Attached is the Living Wage Program Annual Report for the period of October 1, 2010,
through December 31, 2011. The Living Wage Program (LWP) has been in effect for
over thirteen years and currently impacts 17 departments and 231 contracts. Effective
July 1, 2011, your Board transferred LWP oversight responsibility to ISD from the former
Office of Affirmative Action Compliance.

Please note that this report transitions the reporting period to a calendar year basis, so
it covers a 15-month period. This report is available for viewing online at
hitp://purchasingcontracts.co.la.ca.us/living wage.htm.

ISD did not find any material monitoring discrepancies during the reporting period.
Minor deficiencies were identified and referred to the appropriate departments for
corrective action. [SD will continue to provide training and technical assistance to
departments to enhance and ensure compliance under this program.

The Living Wage Program Annual Report is a team effort on the part of the ISD, County
departments, and the Living Wage Implementation Team (Team), consisting of the
Chief Executive Office, Auditor-Controller, County Counsel, the Department of Public
Works and ISD. ISD thanks all participants for their commitment in preparing this report
and supporting the LWP.

| am available to answer any questions, or your staff may contact Yolanda Young, ISD
Contracting Division Manager, at (323) 267-3101.

TT:YY:OLS:VRC
Attachments

c: William Fujioka, CEO
Ellen Sandt, DCEO
Wendy Watanabe, Auditor-Controller
Department Heads
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LIVING WAGE PROGRAM
ANNUAL REPORT
October 1, 2010 — December 31, 2011

l. Introduction

The Board of Supervisors adopted the County’s Living Wage Program (LWP) on
June 15, 1999. Effective July 1, 2011, the Board reassigned functions formerly
performed by the Office of Affirmative Action Compliance (OAAC) to other
departments. OAAC’s Contracts Compliance Programs Section, responsible for
monitoring compliance with the LWP, was transferred to I1SD.

ISD’s LWP responsibilities include:

= Providing annual reports on department and contractor compliance with
the LWP.

= Providing guidance and information to departments concerning their LWP
responsibilities.

= Assisting depariments and providing centralized monitoring of LWP
contracts and requirements. Departments are responsible for conducting
day-to-day monitoring efforts.

The LWP applies to Proposition A contracts and cafeteria services contracts
beginning on or after October 22, 1999. The Board approved an increase to the
living wage rates for contracts awarded after June 15, 2007, which applies to
existing contracts that are amended or extended for option periods.

This LWP Annual Report covers a 15 month reporting period from October 1,
2010 through December 31, 2011 due to a transition to calendar year reporting.
Subsequent reports will encompass each 12-month calendar year period.

This report involves 17 depariments and 231 contracts. The report summarizes
department and contractor compliance and data on salary and healthcare
benefits, including the following exhibits:

= Determination of Wage and Benefit Rates (Exhibit A) provides the
methodology utilized to determine the projected hourly wage portion of the
County’s Living Wage.

= Department LWP Contract Summary (Exhibit B) provides the department
abbreviations used in our exhibits and a summary of the number of
contracts per department.



Active Living Wage Projects by Departments (Exhibit C) identifies active
LWP contracts awarded or amended by the Board from October 22, 1999
through December 13, 2011. The contracts highlighted were awarded
during this report period.

Sub-Contractor Report (Exhibit D), provides a list of current sub-
contractors servicing Living Wage contracts.

Exemption Report (Exhibit E), provides a list of current contractors and
sub-contractors with Living Wage exemptions.

Living Wage Program Accomplishments

ISD continues to ensure that departments and contractors understand their roles
and responsibilities under the LWP, and provides guidance on policy changes to
ensure compliance with the LWP. During this period, ISD completed the
following:

Participated as a member of the Living Wage Implementation Team to
resolve issues impacting departmental compliance and develop revisions
to the standardized monitoring questionnaire.

Provided technical assistance to departmental staff to improve their
understanding and monitoring activities.

Provided departmental training to County employees regarding LWP
solicitation and monitoring procedures.

Assisted departments to ensure that contract solicitations comply with
LWP requirements.

Participated in Solicitation Conferences and Pre-Job Conferences to
provide information and ensure understanding of the LWP.

Monitored 231 Proposition A and cafeteria services contracts consisting of
various services (see Figure 1). Monitoring activities include reviewing
departmental living wage contracts, conducting employee interviews,
answering and responding to public hotline inquiries/complaints, and
reporting instances of non-compliance issues to respective departments
for corrective action and follow-up.

Performed departmental compliance reviews and conducted employee
interviews; reviewed contracts and answered hotline calls.
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lll. Monitoring and Investigations

a) Departmental Monitoring and Investigations

ISD reviewed 36 contracts (representing 17 departments) subject to the Living
Wage Ordinance (LWO) in order to evaluate contractor and department
completeness, accuracy, timeliness of monitoring responsibilities under the LWP,
and departmental maintenance of documentation as required by the LWP. The
compliance reviews revealed general compliance by contractors and by
departments in monitoring their LWP contracts.

Overall, compliance reviews indicate that most departments have adhered to
Board instructions by using the standardized monitoring forms, conducting
annual on-site administrative reviews with contractors, following guidelines and
generally complying with the LWO requirements and relevant State and federal
labor laws. Departments continue to require assistance from ISD to maintain and
update their LWP monitoring skills.

! Otherincludes Parking Management, Language Services, Transportation, and Fleet Mgmt.
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ISD investigated three alleged LWO violations during this reporting period. One
case was substantiated with corrective action taken to bring the contract in
compliance with the LWO. One case was unsubstantiated and a third case is
ongoing. ISD continues to work with departments to improve their monitoring
efforts and correct deficiencies where identified.

b) Employee Interviews

Using a standardized questionnaire, ISD conducted employee interviews, and
ensured that departments conducted employee interviews, within the guidelines
established for the LWP. Employees are asked to verify contractor compliance
with LWP requirements to ascertain whether the employees received the LWP’s
Notice to Employees. ISD confirms, when applicable, that the LWO poster is
displayed in a conspicuous area. ISD also verifies that employees are working
full-time and paid in accordance with the applicable LWO rates.

In addition, ISD verifies that employee wages and health care benefits, if any, are
accurately reflected in the contractors’ payroll reports and if applicable, that
employees are receiving health care benefits. For further details on healthcare
benefits, see Section VII(c) of this report.

ISD found no significant discrepancies between employee statements and
contractors’ reported wages and health benefits. Where these reviews identified
isolated instances of possible contractor violations (e.g., labor law, contract
performance terms, etc.), ISD notified respective departments of findings and
followed up to ensure the issue(s) were addressed and resolved. LWP
guidelines require departments to interview 10% of the contract employees or, if
the contractor employs 10 employees or fewer, the department must interview all
employees. ISD found departments compliant with conducting the required
number of interviews annually.

c) Employers Offering Healthcare Benefits

Under the LWP, all employers must pay their employees either: (1) a living wage
of $11.84 per hour without healthcare benefits, or (2) $9.64 per hour plus not less
than $2.20 per hour per employee toward healthcare benefits. These pay rates
(effective June 15, 2007) apply to all Living Wage contract renewals, option years
and amendments involving scope of work, term or compensation.

Based on data gathered from County departments, 52% of contracts (121 of 231)
offered some type of healthcare benefits to employees during this rating period.
See Figure 2 below.



For the period October 1, 2010 through December 31, 2011, employers offering
health benefits are as follows:

= 110 contracts (48%) pay the living wage of at least $11.84 per hour and
do not offer any form of health benefits.

= 92 contracts (40%) pay $11.84 per hour and also provide some form of
health benefits (less than $2.20 per hour).?

= 29 contracts (12%) pay $9.64 per hour and contribute at least $2.20 per
hour toward health benefits.

rljgure 2  Health Benefits Data

IV. Technical Assistance and Training Activities

ISD continues to provide technical assistance and training to County
departmental contract staff regarding their responsibilities to enforce LWP
requirements for all Proposition A and cafeteria services contracts. ISD provides
direction to County departments for clarifying and resolving LWP labor/payroll
issues. ISD also provides technical assistance to departments during their
solicitation process by reviewing contract information (e.g., solicitation
documents, staffing plans, forms, exemption requests, and evaluation criteria) to
ensure that departments meet all LWP criteria. There were 137 documented
instances of technical assistance provided to departments.

2 Includes one contract under the original living wage rate plus 16 exempt contracts.



ISD continues to train County contract staff and provide guidance for
administering and monitoring LWP contracts. Actual assessment reviews and
findings with case studies are used as training tools. ISD also provides individual
training sessions to departments upon request.

V. Standardized Monitoring Process Update

In 2005, in response to the instructions from the Board to improve the County’s
process for monitoring contracts for LWO compliance, the Living Wage
Implementation Team implemented LWP enhancements in the following areas:

Standardizing the LWP monitoring forms and procedures.

Strengthening the contract language and solicitation requirements.
Training County contract monitors and managers.

Strengthening departmental on-site contract employee interviews.
Enhancing departmental administrative compliance reviews.

Reviewing industry standards for employees working less than the full-
time equivalent of 40 hours.

During this reporting period, departments continued to use the revised forms and
adhere to the guidelines. The Monthly Compliance Report Checklist is utilized to
assist in verifying that all the requirements of the LWP have been met (i.e.
monthly payroll reports are accurate and have been submitted on time to the
department). The Payroll Reporting Discrepancy Report is utilized to identify any
discrepancies found on the contractor's payroll submittals. The On-Site
Administrative Compliance Reviews are conducted and the Request for
Corrective Action form is utilized for follow-up when indicated. The Employee
Interview Questionnaire is utilized when conducting the annual on-site employee
interviews (or more frequently, when indicated). For more information on the
Interview Questionnaire, see Section VII(c) of this report.

The standardized forms have significantly improved Countywide monitoring of
the LWP by providing consistency in monitoring processes, tools and training of
County monitoring staff. ISD is currently updating the LWP manual and forms to
incorporate name changes from the former OAAC and other pertinent changes.

VI. Evaluation of Labor Law/Payroll Violations®

On June 19, 2001, your Board established a County Labor Law/Payroll Violations
Assessment Team (Assessment Team) to review and assess the severity and
extent of labor violations committed by firms submitting proposals to provide
services under Proposition A and cafeteria services contracts. The Assessment
Team consists of a representative from ISD, Public Works, and the Chief
Executive Office with County Counsel serving as the legal advisor.

® Source: Internal Services Department and the Department of Public Works



Based on the severity, number, and completeness of disclosure, the Assessment
Team recommended reduced evaluation scores that could impact which
proposer receives the contract award.

For the reporting period of October 1, 2010 through December 31, 2010 the
Assessment Team, chaired by ISD, evaluated four proposers with reported
claims for and/or labor law violations. All four of these proposers were classified
as having no violations and received a recommended deduction of 0%.

For the reporting period of January 1, 2011 through November 30, 2011* the
Assessment Team, chaired by Public Works, evaluated 23 proposers with
reported claims for and/or labor law violations. Many of the 23 proposers
responded to multiple separate contract solicitations. The following summarizes
the Team’s recommendations:

= Eighteen of the 23 proposers were classified as having no violations and
received a recommended deduction of 0%.

= Three of the 23 proposers were classified as having insignificant
violations, some of which had not been fully disclosed, and received a
recommended deduction of 1%.

= Two of the 23 proposers were classified as having minor violations, some
of which had not been fully disclosed, and received a recommended
deduction of 4%.

Vil. Living Wage Program Objectives Update

On March 30, 2007, your Board instructed the Chief Executive Office (CEO), to
work with other appropriate departments, to develop and implement an
automated solution to accurately track and project impacts associated with LWO
contracts. In conjunction with your instructions, CEO agreed that the LWP
Annual Report would be enhanced to include the following:

= The total number and costs of LWO contracts.
= Updated information regarding annual living wage rate increases.
= Utilization and effectiveness of paid employee healthcare benefits.

The following subsections highlight implementation of the directives above and
provide updates since our last report.

4 Department of Public Works confirms that there are currently no open requests for evaluations as of
December 12, 2011.



a) Automated Tracking of Contract Costs

The costs of LWP contracts were determined by utilizing the prescribed
methodology outlined in the CEO’s memorandum to the Board of Supervisors
dated March 30, 2007. The current methodology utilizes information obtained
from the ISD database of active LWP contracts which the Auditor-Controller
reconciled with eCAPS to validate contract costs. The results are presented in
Table 1.

Table 1
Total Number of LW Contracts 231
Total Cost of LW Contracts FY 2010-11 $ 182,358,136

For an itemized list of costs per contract, see Exhibit B.
b) Review of Living Wage Rates®

The Auditor-Controller performed its annual review of the current living wage
rates using the methodology employed when developing the initial County living
wage rate in 1999. The results of these calculations have been provided to ISD
for presentation in the annual report as instructed by your Board. The review
revealed that living wage hourly rates would change as follows if considered for
approval by your Board: $8.01 per hour with health benefits of at least $4.24 per
hour or $12.25 per hour without health benefits as compared to the current rates.
See Table 2 below:

Table 2
Current
Hourly New Hourly Percentage
Description Rate Rate Difference | Change

Hourly rate with
insurance * °
provided by $9.64 $ 8.01 $-1.63 -16.93%
contractor
Com i alte $2.20 $4.24 $204 | 92.74%
insurance L
Hourly rate
without
insurance $11.84 $12.25 $ 0.41 3.45%
provided by the
contractor

® Source: Auditor-Controller
® Source: Auditor-Controller



The decrease in hourly rate indicated in the chart above is due to the State’s
reduction in the amount of public assistance paid to individuals. Specifically, the
reduction in the minimum gross eamings a participant would need to earn living
in a household of three to become ineligible for cash assistance under the
CalWORKS program as of September 2011. See Exhibit A for additional
information regarding the methodology used to determine wage and benefit
rates, and how the reduction in the State’s reduction in public assistance affects
the hourly rate. The A-C is currently reviewing the methodologies used to
calculate the living wage in other jurisdictions and will present the results of their
review to the Living Wage Implementation Team in July 2012.

The above statistics are for informational purposes only, and does not reflect a
recommendation or request to increase the County’s living wage rates.

c) Interview Questionnaire

The initial questionnaire was revised in 2005 by the Living Wage Implementation
Team in compliance with the Board’s instructions to standardize monitoring
forms. The questionnaire now obtains information regarding whether employees
are receiving health insurance from their employer and, if not, whether they are
enrolled in any health plan. A summary of findings is found in Section Il (b) of
this report.

To follow-up on the Board’s concern about the success in achieving the
program’s intent to provide health benefits to contract employees, the Living
Wage Implementation Team agreed to add two questions to the existing
questionnaire. The intent of the questions is to gather useful information without
violating the privacy rights of workers. The questions address the usefulness of
the health benefits provided by employers, and/or whether the increase in wages
resulting from the LWO enables workers to pay for health insurance/health care
on their own. The responses to these questions will not yield statistical data
regarding the impact on the County’s health care costs. Depending upon the
willingness of contract employees to provide candid responses, however, it may
yield useful information.

VIIl. Living Wage Hotline Calls

The Los Angeles County Living Wage Hotline is designed to receive calls
reporting suspected LWP violations 24 hours per day, 7 days per week. During
the reporting period, a total of 34 calls were received. The response time was
immediate for 23 calls (67%), with the remaining 11 calls receiving a response
within 24 hours (excluding weekends/holidays). 15 calls were related to the
LWP; 19 were not. See Table 3 below.



We identified 3 related complaints that were substantiated and resulted in a
subsequent investigation. Appropriate corrective action was taken resulting in a
satisfactory outcome.

Table 3
Classification Number of Calls
Investigations 3
Rates 2
General 10
Non-Living Wage 19
Total 34

The Living Wage Toll-Free Hotline telephone number is (888) 550-WAGE or
(888) 550-9243 and is included on the Posters and on the Notice to Employees
Handout form that is provided to the contractor for distribution to their contract
employees annually. Complaints or general inquiries may be sent electronically
to ISD at LWO-Construction-Info @isd.lacounty.gov.

The County recently revised the Living Wage Ordinance Contractor Guide. The
Guide was developed by the County to provide an overview of the County’s
LWO. It helps proposers and contractors understand the LWO. The Guide can
be found on the County’s Purchasing and Contracts web portal at
http://purchasingcontracts.co.la.ca.us/living wage.htm

Conclusion
The following summarizes the current LWP status:
» One contract remains subject to the original living wage rate and a
solicitation is currently underway to replace this contract. The new
contract will include the updated rates.

> The departments were generally compliant with the LWP.

> Departmental deficiencies were identified as follows and were referred to
the appropriate departments for follow-up and corrective action.

e Monitoring procedures.
e Non-compliance with the LWP Implementation Instructions.

ISD will:

» Continue to monitor and provide technical assistance to departments and
contractors.

10



> Address recurring problem areas in future LWP training sessions.

» Continue to oversee the LWP solicitation process and collaborate with the
LWP Implementation Team (Chief Executive Office, Auditor-Controller,
County Counsel, the Department of Public Works, and ISD) to strengthen
and interpret the LWP Implementation Instructions and address any new
developments or issues to ensure countywide compliance.

11
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Exhibit A

Determination of Wage and Benefit Rates - Methodology

Utilizing the same approach that the Board adopted in 1999, the Auditor-Controller (A-
C) received from the Department of Public Social Services, the minimum gross earnings
a participant would need to earn to become ineligible for cash assistance under the
CalWORKs Program. DPSS provided the monthly gross amount of $1,388 as the point
of ineligibility based on the following:

An average Assistance Unit of three (3) persons,
Based solely on an hourly wage,

No income other than earned wages,

Does not include any employee benefits.

e © o o

Based on gross earnings of $1,388 and monthly work hours of 173.3 (40 hours per
week X 52 weeks/12 months), the hourly rate was calculated at $8.01.

The cost of health insurance benefits was calculated to be $4.24 per hour for a three
person household. This amount was determined using a weighted average of the
lowest available standard HMO monthly rate per age group for “Employee & Spouse”.
The A-C reviewed the rates offered by Kaiser Permanente and Anthem Blue Cross for
plans that provided coverage comparable to the coverage offered to County employees.
Kaiser Permanente had the lowest rates.

The A-C obtained from the Los Angeles California Health Interview Survey, the
estimated number of uninsured adults between the ages of 18 and 64 in Los Angeles
County. The A-C multiplied the number of uninsured adults in each age group (e.g., 18-
29, 30-39, 40-49, etc.) by the applicable monthly Kaiser Permanente rate, the results
were totaled, and calculated an average weighted monthly rate of $731 for an employee
and spouse, to which was added $4.00 as the monthly cost for an eligible child under
the Healthy Family Program (HFP). The total monthly rate of $735 was divided by 173.3
(the average number of working hours per month) to achieve the $4.24 hourly rate.

When the methodology was developed in 1999 to calculate the Living Wage, the County
did not anticipate the State reducing the amount of public assistance paid to individuals.
As a result, the hourly wage portion of the County’s Living Wage has decreased over
the last few years even though the cost of living in the Los Angeles area has increased
during this same period. The A-C is currently reviewing the methodologies used to
calculate the living wage in other jurisdictions and will present the results of their review
to the Living Wage Implementation Team in July 2012.
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Exhibit B

Department LWP Contract Summary
October 1, 2010 through December 31, 2011

Department Name Nu&ﬁ: a(::ft:w

1 Arts Commission (Arts) 1
2 Beaches and Harbors (B&H) 5
3 Chief Executive Office (CEO) 5
4 Child Support Services (CSS) 1
5 Children and Family Services (DCFS) 1
6 Coroner (COR) 1
7 Fire Department (FIRE) 1
8 Health Services (DHS) 37
9 Internal Services (ISD) 12
10 Parks and Recreation (P&R) 48
11 Probation (PROB) 12
12 Public Health (DPH) 1
13 Public Library (PL) 14
14 Public Social Services (DPSS) 5
15 Public Works (DPW) 73
16 | Sheriff (SD) 13
17 | Treasury and Tax Collector (TTC) 1

TOTAL 231
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